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DEPARTMENT  OF  ENERGY 

Office  of  Conservation  and  Solar 
Applications 

(10CFR  Part  486] 

[Docket  No.  CAS-RM-79-111] 

Federal  Price  Support  Program  for 
Municipal  Waste  Reprocessing 
Demonstration  Facilities 

agency:  Department  of  Energy. 
action:  Advance  notice  of  proposed 
rulemaking. 

summary:  The  Department  of  Energy 
intends,  by  rulemaking,  to  promulgate 
regulations  establishing  policies  and 
procedures  necessary  to  implement  a 
Federal  price  support  program  for 
revenue  producing  products  of 
municipal  waste  reprocessing 
demonstration  facilities.  Price  supports 
are  one  of  several  forms  of  Federal 
finanical  assistance  authorized  by 
Section  20  of  the  Federal  Nonnuclear 
Energy  Research  and  Development  Act 
of  1974,  as  amended,  in  connection  with 
the  establishment  of  municipal  waste 
reprocessing  demonstration  facilities 
producing  synthetic  fuel  and  recovering 
energy  intensive  products.  This  advance 
notice  of  proposed  rulemaking  is 
published  to  advise  the  public  of 
tentative  DOE  thinking  regarding  the 
price  support  program  and  to  invite 
public  comment  and  participation  in  the 
development  of  proposed  rules  which 
DOE  anticipates  will  be  published  in  the 
Federal  Register  in  December  1979. 
DATES:  Comments  must  be  'received  on 
or  before  November  6, 1979,  4:30  p.m. 
ADDRESSES:  Written  comments  should 
be  addressed  to  Joanne  Bakos,  Office  of 
Conservation  and  Solar  Applications, 
U.S.  Department  of  Energy,  Room  2221C, 
20  Massachusetts  Avenue,  N.W., 
Washington,  D.C.  20585. 

FOR  FURTHER  INFORMATION  CONTACT: 
Donald  K.  Walter,  Acting  Branch  Chief, 
Urban  Waste  and  Municipal  Systems 
Branch,  Office  of  Conservation  and 
Solar  Applications,  Room  2252C,  U.S. 
Department  of  Energy,  20  Massachusetts 
Avenue,  N.W.,  Washington,  D.C.  20585 
(202) 376-1965. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

Section  401  of  Title  IV  of  the 
Department  of  Energy  Act  of  1978 — 
Civilian  Applications  (Public  Law  95- 
238),  enacted  on  February  25, 1978, 
amended  the  Federal  Nonnuclear 
Energy  Research  and  Development  Act 
of  1974  (Public  Law  93-577)  (“the  Act”), 


by  adding  Section  20  which  authorizes 
the  development  of  a  financial  support 
program  for  the  establishment  of 
municipal  waste  reprocessing 
demonstration  facilities.  The  Secretary 
of  Energy  is  authorized  in  Section 
20(b)(1)  to  provide  Federal  financial 
assistance  to  selected  municipalities 
which  will  own  or  operate 
demonstration  waste  reprocessing 
facilities  which  produce  fuel  and  recover 
energy  intensive  products  from  organic 
municipal  waste  in  an  environmentally 
acceptable  manner.  Federal  financial 
assistance  will  be  provided  to  the 
municipality  by  grants,  contracts,  price 
supports,  cooperative  agreements,  or 
any  combinations  thereof.  The 
regulations  herein  proposed  to  be 
developed  are  specific  for  price  support 
of  revenue  producing  products  of 
municipal  waste  reprocessing 
demonstration  facilities. 

Municipalities  receiving  Federal 
financial  assistance  in  the  form  of  price 
supports  will  be  required  to  report 
pertinent  information  concerning  the  ' 
waste  reprocessing  demonstration 
facility  in  accordance  with  guidelines 
currently  being  developed  by  DOE.  A 
Notice  of  Inquiry  inviting  public 
participation  in  the  development  of 
proposed  guidelines  for  monitoring  and 
reporting  on  projects  was  published  in 
the  Federal  Register  on  April  25, 1979  (44 
FR  24298). 

An  Interagency  Agreement  dated  May 
7, 1976,  and  augmented  by  a 
Memorandum  of  Understanding  (MOU) 
dated  May  31, 1979,  exists  between  DOE 
and  the  Environmental  Protection 
Agency  (EPA)  with  respect  to 
coordination  of  efforts  by  the  agencies 
in  regard  to  the  demonstration  of 
reprocessing  facilities  involving  energy 
recovery.  The  price  support  program  will 
be  implemented  in  accordance  with  the 
MOU,  which  provides  that  the  EPA  has 
lead  responsibility  for  feasibility  study 
and  procurement  planning,  and  that 
DOE  has  lead  responsibility  for  design 
and  construction  support.  In  accordance 
with  the  Act,  for  energy  projects  of 
mutual  interest,  planning  will  be 
conducted  jointly;  DOE  is  responsible 
for  energy  related  matters  concerning 
the  project  including  energy  related 
economic  and  institutional  aspects,  and 
EPA  is  responsible  for  environmental 
and  other  economic  and  institutional 
aspects  and  for  assurance  that  the 
projects  are  consistent  with  EPA 
guidelines  and  state  or  regional  waste 
management  plans.  Further,  in  view  of 
the  Department  of  Commerce’s  (DOC) 
statutory  responsibilities  for  the 
economic  and  marketing  aspects  of 
resource  recovery,  as  set  forth  under 


Subtitle  E  of  the  Solid  Waste  Disposal 
Act  (42  U.S.C.  3251  et,  seq.  consultation 
with  DOC  will  be  undertaken.  DOE  will 
seek  EPA  concurrence  in  the  latter  area 
and  will  consult  with  EPA  to  assure  that 
the  provisions  of  Section  8004  of  the 
Resource  Conservation  and  Recovery 
Act  of  1976  (Public  Law  94-580)  are 
applied. 

An  environmental  assessment  (EA) 
has  been  prepared  for  the  Urban  Wastes 
Technology  Program  pursuant  to  the 
requirements  of  the  National 
Environmental  Policy  Act  of  1969 
(NEPA),  42  U.  S.  C.  4321  et  seq.  Notice  of 
Availability  of  that  EA  was  published  in 
the  Federal  Register  on  July  18, 1979  (44 
FR  42110).  The  EA  treated  all  aspects  of 
the  Urban  Wastes  Technology  Program, 
including  price  supports.  DOE’s  review 
of  the  EA  determined  that  the  Urban 
Wastes  Technology  Program  would  not 
be  a  major  Federal  action  significantly 
affecting  the  quality  of  the  human 
environment  on  a  programmatic  level. 
Therefore,  no  environmental  impact 
statement  (EIS)  is  required  to  support 
this  action.  However,  review  of  the 
environmental  aspects  of  site  specific 
actions  within  the  program  will  be 
conducted  and  determinations  will  be 
made  regarding  the  need  for  site  specific 
EA’s  or  EIS's. 

II.  Proposed  Regulations 

The  regulations  to  be  developed  by 
DOE  will  establish  policy  and  set  forth 
procedures  whereby  municipalities  may 
submit  applications  for  price  support  of 
end  products  of  municipal  waste 
reprocessing  demonstration  facilities. 
Such  facilities  may  be  established  by  a 
public  or  private  entity  under  such  terms 
and  conditions  as  may  be  specified  by 
the  municipality  which  will  receive  price 
support  payments. 

The  objectives  of  the  program  are  to 
assure  adequate  Federal  support  to 
.  foster  a  program  to  demonstrate 
municipal  waste  reprocessing  for  the 
production  of  synthetic  fuel  and  energy 
intensive  products,  and  to  gather 
information  about  the  technological 
economic,  environmental,  and  social 
costs,  benefits  and  impacts  of  such 
demonstration  facilities. 

The  Federal  assistance  will  enable 
municipalities  to  prove  the  commercial 
and  economic  viability  and 
environmental  acceptability  of  recovery 
systems  which  recover  the  maximum 
amount  of  usable  net  energy  from 
municpal  waste.  These  wastes  would 
otherwise  be  discarded  and  their 
available  energy  not  realized. 
Concurrent  with  the  production  of  fuel, 
the  reprocessing  facility  might  recover 
“energy  intensive  products”  which,  if 
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produced  from  virgin  material,  would 
require  a  greater  amount  of  energy  to  be 
expended,  as  well  as  other  revenue 
producing  byproducts.  A  successful 
demonstration  program  is  likely  to 
encourage  municipalities  and  private 
entities  to  accelerate  the 
commercialization  of  recovery 
technologies  which  conserve  resources 
and  reduce  dependence  upon  fossil  fuel 
and  other  non-renewable  energy 
resources.  Successful  demonstration  is 
further  perceived  as  a  method  of 
encouraging  the  financial  community  to 
invest  or  make  available  to  private  and 
public  entities  sufficient  capital  to 
construct  and  operate  reprocessing 
facilities  without  Federal  assistance. 

DOE  believes  the  program,  as 
developed  with  public  assistance, 
should  reflect  the  following  policies: 

1.  Demonstration  facilities  selected  for 
price  support  should  utilize  technologies 
which  have  potential  for  wide  energy 
application.  The  type  and  capacities  of 
selected  projects  should  be  determined 
in  part  by  the  stage  of  the  particular 
technology’s  development,  by  actual  or 
expected  economies  or  diseconomies  of 
scale,  and  by  the  total  amount  of 
funding  available  to  DOE. 

2.  Price  supports  are  intented  to 
provide  temporary  subsidies  to  the 
economics  of  a  project  and  should  not 
be  planned  as  a  permanent  subsidy  to 
the  project.  Economic  analysis  should 
show  that  the  subsidy  is  not  required  on 
a  permanent  basis  under  reasonable  ^ 
assumptions. 

3.  Responsibility  for  sound 
management  and  organization  of 
supported  projects  should  rest  with 
municipalities  and  their  participants. 

The  Federal  role  should  be  a  monitoring 
responsibility. 

Section  20  authorizes  the  Secretary  to 
promulgate  regulations  establishing 
price  supports  for  revenue  producing 
products  of  municipal  waste 
reprocessing  demonstration  facilities. 
DOE  expects  to  provide  price  support 
limited  to  synthetic  fuel  and/or  energy 
intensive  products,  such  as  ferrous 
metals  and  aluminum,  produced  or 
recovered  by  demonstration  facilities. 
“Municipal  waste”  is  defined  by  the  Act 
as  including,  but  not  necessarily  limited 
to  “municipal  solid  waste,  sewage 
sludge,  and  other  municipal  organic 
waste."  Section  20  defines  the  term 
“municipal,”  prescribing  eligibility  for 
receipt  of  Federal  assistance,  to  include 
any  city,  town,  borough,  county,  parish, 
district,  or  other  public  body  created  by 
or  pursuant  to  State  law. 

The  Act  expressly  limits  price  support 
assistance  to  municipalities  which  either 
own  or  operate  demonstration  facilities, 
or  both.  The  total  Federal  assistance 


available  for  any  one  facility  under 
Section  20,  whether  by  grant,  contract, 
cooperative  agreement,  price  support  or 
any  combinations  thereof,  may  not 
exceed  seventy-five  percent  (75%)  of  the 
cost  of  the  facility.  Additionally,  not 
more  than  forty  million  dollars 
($40,000,000)  of  Federal  financial 
assistance  may  be  used  for  the 
construction  of  any  one  facility.  DOE 
solicits  public  comment  and  suggestion 
on  the  elements  comprising  the  “cost”  of 
facilities  established  under  this  program 
for  the  purpose  of  determining  the 
seventy-five  percent  (75%)  limitation. 

DOE  considered  several  options  for 
the  application  of  proposed  price 
supports.  These  included,  among  others, 
support  based  upon  the  quantity  of 
product,  the  quality  of  product,  the  unit 
price  received  for  product,  and  full  or 
partial  purchase  of  product  by  the 
Federal  Government.  DOE  is  leaning 
toward  proposal  of  a  price  guarantee, 
because,  of  all  these  possibilities,  that 
option  alone  would  provide  incentive  to 
all  project  participants,  and  promote  the 
development  of  normal  project/market 
relationships.  The  price  guarantee  could 
be  based  upon  the  price  received  for 
products  which  are  sold.  This 
mechanism  would  not  guarantee  the 
quantity  or  quality  of  products  from  the 
project,  and,  thus,  leaves  the  risk  of 
interruptions  in  waste  supply  and 
project  operations  with  the  municipality 
or  operator.  It  would  insulate  the  project 
from  low  prices  due  to  slackening  of 
market  demand,  or  from  buyer  demands 
for  discounts  which  might,  for  example, 
be  predicated  upon  unexpected 
difficulty  in  the  use  of  the  project 
product,  or  from  low  energy  costs  in  the 
locality. 

Issues  concerning  the  price  support 
applications  include: 

— ^The  extent  of  Federal  involvement, 
if  any,  in  the  negotiation  of  prices  by 
buyers  other  than  the  Federal 
Government  to  assure  the  prices 
received  are  fair  in  comparison  to  prices 
received  for  like  products. 

— With  respect  to  a  guarantee  of  a 
minimum  sales  price,  the  method  of 
computation  of  the  price  upon  which 
payments  will  be  based  as  well  as  the 
frequency  of  payments  and  required 
documentation  as  proof  of  sale  and 
possibly  proof  of  use  of  the  recovered 
product. 

Federal  financial  support  is  intended 
to  diminish  what  municipalities, 
industry  and  the  financial  community 
may  perceive  as  a  major  risk  associated 
with  the  establishment  of  reprocessing 
facilities,  the  uncertainty  of  consistent 
and  sufficient  revenue  streams  both 
from  the  tipping  fee  paid  for  disposing  of 
waste  at  the  facility  and  from  the 


marketing  of  products  generated  from 
the  waste.  The  support  is  further 
expected  to  assist  in  maintaining 
Hnancial  stability  during  the  first  three 
to  five  years  of  operation  after  which 
experience  indicates  that  the  facility 
may  reasonably  be  expected  to  begin  to 
generate  a  positive  cash  flow.  For  that 
reason,  DOE  expects  that  the  proposed 
regulations  may  limit  pirce  support 
assistance  to  a  maximum  of  five  years. 
DOE  thinks  that,  in  the  five  year  period, 
disposing  of  mimicipal  waste  at  a 
reprocessing  facility  should  become  a 
more  economical  disposal  method  than 
alternatives. 

In  consonance  with  the  DOE  policy  to 
encourage,  rather  than  to  pay  for,  the 
establishment  of  facilities,  DOE  is 
further  considering  the  promulgation  of 
regulations  that  would  require 
municipalities  establishing  successful 
projects  to  return  to  DOE  Federal 
support  assistance  from  project 
revenues  generated  during  the  period  of 
positive  cash  flow.  Inherent  in  this 
policy  is  the  assumption  that  a  facility 
would  generate  profits  sufficient  to 
provide  a  reasonable  rate  of  return  on 
investment  while  at  the  same  time 
enabling  the  municipality  to  return 
assistance  monies. 

A  number  of  options  are  available  for 
the  acquisition  of  proposals,  ranging 
from  a  highly  detailed  request  for 
proposal  aimed  at  a  specific  technology, 
to  unsolicited  proposals.  A  specific 
method  for  acquisition  has  not  been 
selected,  and  public  comment  is 
specifically  sought  in  this  area.  A 
relatively  flexible  system  that  will 
achieve  maximum  competition  while  at 
the  same  time  encourage  a  broad  range 
of  existing  and  innovative  technologies 
is  preferred. 

The  regulations  to  be  developed  will 
identify  the  desirable  types  and 
capacities  of  facilities  to  be  supported. 
Subsection  7(c)(1)  of  the  Act  envisions 
Federal  support  for  the  establishment  of 
full-scale,  commercial  size  facilities  or 
other  operations.  The  types  and 
capacities  of  selected  projects  will  be 
determined  in  part  by  the  stage  of 
development  of  the  particular 
technology,  actual  or  expected 
economies  or  diseconomies  of  scale,  and 
the  total  amount  of  funding  available  to 
DOE. 

Competitive  evaluation  of  proposals 
will  likely  be  based,  among  other 
considerations,  on  the  following 
selection  criteria:  the  probability  of 
technical  and  economic  success;  net 
energy  effectiveness:  proposed 
institutional  arrangement;  potential 
environmental,  and  health  and  safety 
impacts;  the  proportion  of  risk  sharing; 
and  the  extent  to  which  the  proposed 
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facility  can  be  adapted  by  municipalities 
located  in  similar  environmental 
surroundings.  The  public  is  invited  to 
suggest  other  considerations,  and  to 
identify  which  of  the  above  suggested 
criteria  should  receive  emphasis  during 
the  evaluation  process. 

After  consideration  of  the  comments 
and  other  relevant  information,  a  Notice 
of  Proposed  Rulemaking  will  be  issued. 

III.  Comment  Procedures 

Interested  parties  are  invited  to 
submit  written  comments  to  the  U.S. 
Department  of  Energy,  ATTN:  Joanne 
Bakos  (See  ADDRESSES).  Comments 
should  be  identified  on  the  document 
and  envelopes  submitted  to  DOE  by 
November  6, 1979,  in  order  to  ensure 
consideration. 

All  information  or  data  considered  to 
be  confidential  by  the  sender  must  be 
clearly  marked  "Confidential  Treatment 
Requested"  and  accompanied  by  a 
statement  in  support  of  the  request  for 
confidentiality.  Only  one  copy  of  such 
data  should  be  provided.  In  accordance 
with  agency  regulations,  DOE  reserves 
the  right  to  determine  the  confidential 
status  of  information  or  data  and  to 
treat  it  according  to  its  determination. 

(Section  20  of  the  Federal  Nonnuclear  Energy 
Research  and  Development  Act  of  1974,  as 
amended.  42  U.S.C.  5920  (1978);  Department 
of  Energy  Organization  Act.  42  U.S.C.  7101  et 
seq.  (1977).) 

Issued  in  Washington,  D.C.,  August  29, 

1979. 

Omi  G.  Walden. 

Assistant  Secretary,  Conservation  and  Solar 
Applications. 

|FR  Doc.  79-27895  Filed  9-»-79;  8:45  am) 
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